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3EFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNTIA

In the Matter of the Application

oL SOUTHERN CALIFORNIA GAS COMPANY

and SOUTHERN COUNTIES GAS COMPANY

OF CALIFORNIA for a certificate of Application No. 34049
public convenience and necessity, ‘

under Section 1001 of the Public

v

veilities Code.

T. J. Reynolds, H. P. Letton, Jr., Frederick G. Duttoa,
and Milford Springer, for applLicants.

Chickering & Gregory, by W. B. Pattee, for San Diego
Gas & Electric Company, interested party; Roger
Arnebergh, T. M. Chubb, and R. W. Russell, Tor City of
Los Angeles, interested party; California Manufacturers
Association, by Homer R. Ross, interested party.

Lloyd E. Cooper, for Commission staff.

OPINION

Southern California Gas Company and Southern Counties Gas

Company of California in this proceeding seek a certificate of

public convenience and necessity for the construction and operation

of parallel sections of pipeline and other facilities to increasg
the capacity of the present so-called Texas pi#eline.

A puolic hearing in this proceeding was held in Los.
Angeles on April 23, 1953, before Commissioner Harold P. Huls and
Examiner C. E. Crenshaw, at which 20 objection to the granting of
the certificate was manifested. A%t the conclusion of the evidence,
representatives of the three interested parties expreésed their sup-

port and approval of the requested certificate as being in the pub-
lic interest.

In this joint application, which was filed Jamuary 27,
1953, applicants propose to construct and operate a 30~inch diameter
gas pipeline, approximately 73 miles in length, to loop the present
so-called Texac line between Blythe and Whitewater Junction. One
cection would extend east from Whitewater. Junction a distance of
approximately 1l miles to connect with 'an existing 30-inch parallel

it
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pipeline. Another sec¢tion would extend west from the Cactus City

Compressor Statiog,a distance of 19.1 miles to connect with the
‘existing 30~inch parallel pipeline. This would complete a duplicate
30-inch parallel line from Whitewater Junction to Cactus City
Compressor Station. The 30-inch parallel line will also be extended
approximately 5.4 miles east of the Cactus'City Compressor Station.
Another segment of parallel 30-inch pipeline will be installed from
the Blythe Compressor Station west approximately 37.5 miles. In
addition, applicants propose to install three 1760Hhorsépower gas~
driven compressors at Blythe Compressor Station, together with the
necessary auxiliary equipment.

These proposed facilities were designed to add approxi-
mately 151.7 million cubic feet of natural gas per day to the
capaﬁity of the California segment of the Texas pipeline. The
cstimated cost of the proposed facilities to be constructed by
applicants totals $7,4L82,194.

According to the record appiicants propose to finance
this capital investment through available current funds and then
later by the issuance of securities. About half of the cost will
e financed through the sale of bonds and the remainder through
the sale of common stock or through internal funds. ?hése.
applicants will own the additional facilities as temants in ¢common,
with a 75 per cept interest in Southern California Gas Company and
a 25 per cent ihterest in Southern Counties Gas Company. Their
shares of the cost will be approximately $5,600,000 for Southern
California Gas Company and $1,900,000 for Southern Counties Gac
Comparny.

‘ At the prcsént time there is pending before the Federal

Power Commission an application by EL Paso Natural Gas Company for

a certificate of public conveaience and necessity to sell to
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Southern California Gas Company and Southern Counties Gas Company of
California an additional 151.7 million cubic feet of gas per day, as
well as for authorization to construct and oﬁgrate additional pipe-
line facilities for the transportation and sale of this additional
gas. .

Applicants have also applied to the Federal Power
Commission for a certificate of public convenience and necessity for
the construction and operation of said facilities in California to
handle the additional'lsl.7 nillion cubic feet of natural gas per
day to be purchased from EL Paso Natural Gas Company at the '
California-Arizona boundary near Blythe, California:

According to the evidence presénted in this proceeding
there is need for the additional amount of gas as applicants are
experiencing a continuing decline in California's source of gas due
o the diversion of large volumes of Californmia gas by producers to
repressuring and pressure maintenance and the lack of significant
new oil and gas discoveries in California. This decline in the
available gas supply in California, together with an extraordinary
population growth and demand for natural gas, has c¢reated the
necessity for importation of out-of-state gas to supply the market
in Southern California. -

While in the immediate future, deficiencies in gas supply.
for meeting firm requirements are not c¢ritical or relatively large,
it is estimated that they will increase rapidly in a few years due
to continued load growth and depletion of gas from California sources.

In order to assure the availability of additional volumes
of out-of-state gas when required in the future, it was stated that

¢ is necessary than El Paso Natural Gas Company now contract for
such gas in the field and that such contracts be supported by

corresponding additional purchase commitments by applicants.
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Ctherwise, the natural gas will be irrevocably lost to other markets
which are actively competing with E1l Paso Natural Gas Company in the
Permian and San Juan Basin areas.

For several years following the initial delivery, most of
the additional out-of-state gas referred to in this proceeding has
to be absorbed by increased salés to intefruptible customers, includ-
ing steam-electric generating plants. This condition, in 50 far as
the use of rnatural gas in the steam-electric generating planés’is
concerned, has been recognized by this Commission and applicants
have filed rates for this service in accordance with Decisioné
Nos. 48396 and 48397 in Applications Nos. 33912 and 32904, respec-
tively. Thus, according to the record, the procurement 6f‘additional
gas for the ultimaté benefit and utilization by firm cﬁstomers'ip
the not toc distant future involves the assumption of certain unavoid-
able risksrwhiéﬁ'in the judgment of applicants are well justified
and in the long range interest of their customers. The risks
involve (a) the potential shrinkage of the volume of the interrupt-
ible market which would result from a business recession, or (b)
the reduction in revenue from industrial customers which would
accompany a drop in the market price of competitive fuel oil.

The daily importslthrough the applicants' segment of the
Texas to Los Angeles pipeline have equaled about 43 per cent of
their total receipts of gas from all sources. This percentage of
imported gas will be greater for the year 1953 in view of the
anticipated reduction in California oil-well gas supplies in several
major areas and the receipt of the 150 million cubic feet daily of
out~of=-state gas certificated by vhis Commission on July 22, 1952,
by Decision No. 47494 in Application No. 32528. This increased the

capacity of the Texas pipeline from 405 million cubiec feet to 555

million cubic feet a day.
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Applicants in this proceeding are requesting a certificate
for the construction and operation of facilities to increase the
capacity of the Texas pipeline to handle an additiomal 151.7 millién
cubic feet of gas per day, which would bring the total capacity to
712.1 million cubic feet per day.

Applicants brought out in the hearing that the Pacific
Coast area, since the 1940 census, had the highest percentage gain
in population in the United States and that California had the
highest numerical inecrease of any state. The 14 Southern California
counties in the service areas of applicants had a population of
3,298,739 in Ehe April 1930 census. By 1940 this had increased to
L,169,243. According %o the 1950 census the population in the
same area was 6,416,180, which represented 60.7 per cent of the

tate's population and 4.26 per cent of the United States' popula-
tion. Since 1940 the service areas of applicants have increased in
population by over 53 per cent.

During the years 1930 through 1950 the average number of
active general service meters of applicants‘was as follows:

Average Number
Year of Consumers

1930 710,078
1940 930, 604,
1950 1,182,260

In 1951 'the growth in new general service meters was
102,349, which embraced firm domestic and commercial service. At
the beginning of 1952 applicants' active meters totaled 1,646,242.
These consisted of 1,6L0,425 general service, 4,782 firm industrial
and gas engine, and 1,035 interruptidble industrial meters.

Estimates were submitted by applicants in Exhibits
Nos. 10 and 12, showing the growth in general service meters as
actually experienced for the years 1949 through 1951, and estimated
for the years 1952 through 1957.

5=
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The following table shows the actuval and estimated number
of general service meters for the years 1940 through 1957 of
applicants and the San Diego Gas & Electric Company, which is
supplied by Southern Counties Gas Company of California:

Southern California Area
Meters in lThousands

: : . : toan viego Gas & :
: :Southern Cal. Gas Co. :Southern Co. Gas Co. :Electric Company:
: sAvg.Gen.Service Meters:Ave.Gen.Service Meters:Total Number of :
. : Lowex» : Upper :  Lower : Upper :Firm Customers :
Actual _
4 1077 . . - 315 L - . = 131

1950 1140 - 342 - 14l

1951 1209 - 375 - 155
osti-
mated

1952 1275 1275 405 LO5 166

1953 1329 1348 436 436 . 177

1954 1375 1435 INCTA 465 186

1955 1419 1529 L86 LO0 195

1956 1463 1632 504 515 202

1957 1507 17432 520 540 208

It will be noted from the above table that there are two
estimates, one on a lower basis and one on an upper basis. The
lower estimate is predicated on the belief that the rate of growth
currently being experienced is abnormally high and must evenﬁually
decrease. The meter growth was assumed to diminish after 1953 so ac
to gradvally appreaach the prewar rate of growth; The upper estimate
reflects the number of meters that would exist should the rate of

rowth diminish only slightly from . the current high level.

Applicants, in Exhibit No. 11, submitted for the Southern
California area a tabulation showing the actual and forecastcd peak-
day gas suppiy and requirements for the years 1950 through 1958 on
both the lower and upper basis. The following tabﬁlaticn shows the
firm requirement, the total zupply available, and firm curtailment,

by years, for the above period on the basis of excluding the proposed
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151.7 million cubic feet out-of-state gas increment and including

this proposed increment:

¢ Excluding Proposed : Including Proposed
2151.7 MMef Outmof-State:l51.7 MMef Out-of-State:

[Z2R TREE E NN Y I ]

; Mean . : : Increment, : Inerement :
Peak  sTemperatums: Firm :Total Supply: Firm Cur-:Total Supply: Firm Cur-:
Day = OF,(2) :Requirement: Availoble : tailment o Avgilable  : toilnent :
Agtunl Yoars
1—12"50 A-l-e 1,029'5 l ,139¢5 - - -
B =51 L6l 1,04.8 1,323.3 - - -
1“2—52 Mcs 1’178-5 l,ABB -O -— - -
F NG YA - L E."
1952-53 36-0 174317-8 1,563-2 bd - -
1953-54 3600 1,516-7 1,772-9 - 1,92‘--6 -
195455 36.0 1,589.9 1,736.7 - 1,882.4 -
1955~56 36.0 1,651.4 1,703.0 - L,854.7 -
1956=57 36.0 1,707.8 1,676.2 31.6 1,827.9 -
1957-58 36.0 1,766.2 1,656.8 209.4 1,808.5 -
Porecasted Years = Upper ZEstimate
195253 36.0 1,475.8  1,564.1 - - -
1952=54 36.0 1,595.0 1,774.7 - L,926.4 -
195455 36.0 1,73.3 1,739.2 - 1,890.9 -
1955-56 36.0 1,329.0 1,706.9 122.1 1,858.6 -
195657 36.0 1,951.L 1,682.6 268.5 1,824.3 116.8
195758 36.0 2,080.0 1,665.0 415.0 1,816.7 263.3

(1) Includez Southern Californis Cas Company, Southern Counties Gas
Compony, Son Diege Gas & Electric Company and Pacific Lighting
Gas Supply Company.
(2) Average of eight Southern Colifornia U. S. Weather Burenu Stations.
The preceding table of the estimate of gzas supply and
requirements shows that there will be a resulting deficiehcy in
supply of 31.6 million cubic feet for firm requirements on a peak .
day during the winter of 1956-1957 under extreme low temperature
conditions. The following winter, 1957-1958, the firm deficiency is
forecast at 109.4 million cubic feet on a peak day. These
deficiencies are forecasted on the lower estimate basis, excluding
the proposed L51.7 million cubic feet per day of out-of-state gas,

' increment.
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An alternate forecast has been made of the gas requirements
assuming that the recent ratc of growth in consumption per: domestic
and commercial meter would continue into the future to show the max~
imum gas sﬁpply needed. This maximur requirement estimate shows a
Tirm deficiency for the winter of 1955-1956 amounting to 122.1
million cubic feet per day of extreme low temperature if additional
out-of«state gas is not secured.

For the peak day for the period 1956-1957 under extreme
low temperature conditions the deficiency is estimated to be 268.5
million cubic feet per day on the upper estimate, excluding the
© proposed out-of-state increment of 151.7 million cubic feet per day.
I£ the proposed increment iz included there would still be a
deficiency of 116.8 million cubic feet per day during 1956-1955.

It is apparent from the preceding tabﬁlation that appli-
cants need the proposed additional out-of-state gas supply. |

In Exhibit No. 11, Table 2, applicants submitted a tabula-
tion for the Southern California area of the actual and forecasted
annual gas supply and requirements on ‘an annual average day basis
showing total supply, firm requirements, interruptible, and balance
available to steam-electric plants for the years 1949 through 1957.

The following table shows the actual and forecasted

annual gas supply and requirements on an average day basis for the

above~-mentioned periods:
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Act Foyrmens Cre S Re ante
Apnual Averaze Dy = MMef/Day - 14,73 Presgure Base

: : : irm : Intermuntible : :
: : : : Curtailzent : :Served (From: :
: :Total Sup- z.° - :(From Monthly: Potential Monthly Cas : :
: :ply (Imel. : : Gas Balance :Requirements:Balance with: Balance Gas =
: :Underground: iwith Present :(Industrial,: Prosent : Available to :

: Storage :Require-: Seacomal :Wholesale & : Sessomal :Steam-Eleetric:
:Ieon sWithdrawsal): mepts : Storage) : Exchange) : Stopage) : Plonts(2)

Actunl Yoara
1949 790.2 . 484.0 - 0.8 719.1 260.3 4.7
2951 952.5 © 519.1 - 334 375.6 53.8

Foracaated Yanrs - Lounr Esti a
Exeludine Provocad Out-ofuStata Increment,

1952 934" 57

1952  1,019.1  608.3 - 430.0 323.2 .. 87.6 '
1954  1,032.9 6246 . a 384 . 319.2 79.1,
1955 997.7  659.0 v = 323.6 292.2 .1 4b.5T
1956 938.7  674.6 5.1 39L.6 .. 257.% 3.7 -
1957 886.6  692.7 2.9 3%8.2 . uge L. - -

Ing luding Proposed ga'fcgf'-sxgﬁh &ngauﬁn"” ,.. ""_
1954 1,142.5  634.6 . - 8.4 . 0.0 T 179
1955 1,141-8 659-0 t. - 38306 347-8 i e 135¢O
1956 1,088.6 6746 e 39L.6 - 3281 7 85.9
1957  1,038.3  492.7 .06 398.2 295.6 ... 50.6 7

Fore Yenrs - U Betima o R
| o) o P o —otate T o :_
1954  1,033.0  647.4 - 389.1 2071 7. 58.5
1955 99.7  708.2 92 396 271.0 U 297
1956 938.9. 3.0 - 27.1 T 403.4 22.0 - . 1.0
1957 887.0  783.4L 68.8 40.7 172.4 W -
- Including Pronosad Out-of=Stats Increment “'

1954 1,156.8  667.4 @ = . 389.1 357.4 132.0
1955  1,149.6  708.2 - T 39446 329.2 1l2.2
1956 1,090.6  743.0 2.2 L 403.4 2944 55
1957  1,038.7  783.4  30.0 O 410.7 263.1 2.2

(1) Includes Southern Californis Gas Company, Southern Counties Gag’ Company,
San Diege Cas & Electric Company and Pacific Lighting Gas Supply Company.

(2) Includes Southern Califernis Edison Company, City of Los Angeles Sty
Dopartment of Water & Power and Sen Diego Gas & Electric Company. o~

—— e

supply line capacity. .

(3) Fixrm curteilment of Sen Diego Gas & Electric Compeny due to limited . ™ \
|
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It will be noted from the preceding table that the esti-~

mate of annual gas supply shows a firm deficiency on the lower
estimate basis averééing 5.1 million cubic feet per average'day in
1956 and 24.9 million”éﬁbic feet per day in 1957 if the proposed
additional out-of-state gas is not obdtained.

Upon the assumption of meximum requirements shown by the
upper estimate, applicants forecast that the firm deficiencies will
be 9.2 million cubic feet per average day in 1955, increasing to-
68.8 million cubic feet per day in 1957, if the proposed increased
supply from ELl Paso Natural Gas Company is not recelved.

In accordance with the service agreement with E1 Paso
Natural Cas Company, applicanﬁé have the right to purchase for a -
l5-year period beginning Januéfy 1, 1954, additional average daily
quantities in two stages, one third of the propoced total daily
volume to be received by applicants beginning January i, 1954, and
tone remaining portion to be received beginning November 1, 1954.

The service agreement also provides that if prior %o
November 1, 1954, EL Paso Natural Gas Company has available fdf
delivery any natural gas in excess of the maximum contracted daily
demand of 612 million cubic feet, applicants have the right to
purchase the additional gas upbn”request'provided'El Paso Natural
Gas Company has the necessary facilities to deliver it. Under the
service agreement applicants have an obligation to take or pay for
91 per cent of the maximum contracted average daily quantity.

In view of the record we conclude that thefe i5 an urgent:
need for the additional amount of natural gas in ordef that adequate
gas service may be maintained by épplicants in meéting present and
fuiure demands and regquirements.

To meet the increasing demahds and requirements for gas

service it 1s necessary for applicants to increase the capacity of

=10~
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the so-called Texas pipeline facilities as previously described.
The estimated construction and annual incremental operating cOsté‘
exclusive of depreciation, taxes and return, were set forth in
applicants'. Exhibits Nos. 6 and 7 and are shown in the following

tables:

Zstimated Cost of Construction of Provosed Facilities

Rights of Way $ 50,000
Transmission Main 5,770,810
Alterations to Pressure Limiting Stations 174,607
Alterations to Gas Turdbine Compressor Stations 109,709
Additional Compressor Facilities 1,377,068
Total Cost /B2, L4
Estimated Operating Cost of All Blyvthe-~Los Angeles Facilities
Actual Est.1954 Est.l1954
Year Ended 705 MR /Day 705 MR/Day
8-31-52 at 91% at 1004
L05 MR/Da Load Fazuor Load Factor

Operation and Maintenance ‘

of Pipeline $101,865 $ 119,500 $ 119,500
Operation and Maintenance

of Compressor Stations .

(Less Fuel) 146,234 366,080 366,080
Compressor Fuel 159,512 581,472 625,654
QOther Operation and

Maintenance Costs 174,038 . 174,600 174,600
Genera% and Administra- 0. 750 108000 108, 000

tion Expense % , 750

Total ,} I_;BLP;;65Z I) J;3,331+

As shown above, estimated operating costs of all Blythe-
Los Angeles facilities for the actual year ending August 31, 1952,
covering the delivery of 405 million cubic feet per day, are
$552,399. The estimate for 1954 for delivery of 705 million cubic
feet per day at 91 per cent load factor shows an operating ¢oé: of
$1,349,652. The estimate for 1954 for delivery of 705 million cubic
feet per day at 100 per cent load factor shows a cost of $1,393,83L4.
As the above are ecstimated costs the Commission at this time is not
passing upon the reasonableness of these charges as the actual
costs will be of record when construction work is completed and sub-

Ject to review for rate-fixing purposes.

-11-
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Since the additional 151.7 million cubic feet of gas is
now available and the rocord sustains the neced for this additional
amount of gas, we are of the opinion that the certificate requested
herein should be granted as soon as possible so that work may be
starved at the earliest possible date on the installation of the
loop line and compressor equipment as previously described in this
opinion.
The certificate of public convenience and necessity
granted herein is subject to the following provisions of law:
That the Commission shall have no power to
authorize the capitalization of this certificate
of public convenience and necessity or the right
To own, operate or enjoy such certificate of
public convenience and necessity in excess of
the amount (exclusive of any %ax or annual !
charge) actually paid to the State or to a ‘
political subdivigion thereof as the considera-

tion for the grant of such certificate of §
public convenience and necessity or right. *

The above-entitled application having been considered, a
pudlic hearing having been held, the matter having been submitted
and now being ready for decisio#,

IT IS HZREBY FOUND AS A FACT that public convenience and
necessity will require the construction and operation of a pipeline
and compressor facilities by Southern California Gas Company and
Southern Counties Gas Company of California in Riverside County, in
the area and as shown on the map incorporated in Exhibit No. 3 in
this procceding; therefore, ‘

IT IS HEREBY ORDERED that a certificate of public con-
venience and necessity be and it is hereby graﬁted %o Southern
California Gas Compani and Soﬁthern Counties Gas Company of

California to construct and operate said gas pipeline and

12« .
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compressor facilities for transporting and distributing gas within
the territory hereinbefore described.
The authorization herein granted will expire if not 1
exercised within two years from the date hereof. oo ,
The effective date of this order shall be twenty days
after the date hereof.
Dated at @mF&M«c‘\_ﬂco , California, this \ &Y

day of Jone , 1953.

Commissioners.

P Potor ’ g Sy -
Commissioner...T0%0T g:...zi'{f.t.ﬁéﬁ?;;ﬁ., boing

necesaarily absent, did not Participato
iz the disposition of this rrocoeding,




